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THE SITUATION 


Allowing for customary seasonal changes, it ap- 
peared that the level of general industrial activity 
in New England receded slightly in January, al- 
though gains were recorded in some industries. 

Compared with January, 1945, the general indus- 
trial level in New England had receded about 10 per 
cent. Freight carloadings were on a slightly higher 
level than a year ago, but the aggregate use of 
electric power was less. Cotton consumption at 
the mills continued to be 


The trend of construction activity in New Eng- 
land continued generally upward in January, ac- 
cording to data compiled by the F. W. Dodge Cor- 
poration. The total value of all contracts awarded 
was $18,937,000, which represented an increase of 
15.6 per cent over the December total of $16,388,000 
and an increase of 198.0 per cent over the unusually 
small total of $6,355,000 reported for January, 1945. 
Residential building contracts showed the greatest 
percentage increase, the 
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and of sales at depart- 
ment stores and apparel shops remained above the 
levels of the preceding January. 

During January and early February weekly car- 
loadings of revenue freight in New England contin- 
ued to exceed the carloadings for the corresponding 
weeks of a year ago, although on a nation-wide basis 
there has been a decrease from the levels of the pre- 
vious years. For the six weeks ending February 9 
a total of 148,025 cars were reported loaded by New 
England railroads, other than the Boston and Al- 
bany, which reports with the New York Central 
System. This was 20.0 per cent more than the 123,- 
330 carloadings reported for the first six weeks of 
1945, 

New England mills increased their consumption 
of cotton by 22.3 per cent over the December total 
of 62,326 bales to 76,229 bales in January. This was 
only 1.3 per cent less than the total of 77,220 bales 
used in January, 1945. 


$1,567,000 but awards of 
$318,000 for utilities were lower than corresponding 
figures for either a month ago or a year ago. 

The Rhode Island State Department of Labor 
found that the number of wage-earners in manu- 
facturing establishments in that state increased 5.7 
per cent in January over the December level, al- 
though the greater part of this net increase was due 
to the settlement of a labor dispute in one industry. 
Weekly payrolls for these wage-earners for the pay 
period nearest January 15 were 7.6 per cent over 
those of the previous month. Average weekly earn- 
ings increased nearly two per cent to $40.40 over the 
same period. 

Sales made by 122 New England department 
stores and apparel shops during January were 11.5 
per cent greater in value than during the previous 
January. Net increases were reported in all six 
states and by nearly three-quarters of the individual 
reporting stores. 
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IMPLICATIONS OF NEW WAGE-PRICE POLICY 


Although August, 1945, marked the end of the shooting war, 
it did not, as subsequent events have shown, bring an end to 
the war economy. The economic aspects of war persist long 
after wars end, and it will be a great many years before we can 
ignore wartime influences in analyses of current economic 
developments. Indeed, some of the more significant effects of 
the war upon our economic structure may become apparent 
only after the lapse of several years. 

The new wage-price policy contained in the Executive Order 
of February 14 (E.O. 9697) merely emphasizes the fact that, 
from an economic point of view, many of the attributes of a 
war economy are still present in the country. In the aggregate, 
current demand still exceeds current supply for most con- 
sumer goods 2nd for a large proportion of the industrial mate- 
rials and capital equipment, the same condition which pre- 
vailed during the war. Restriction during the war upon the 
production or use of many products and materials served to 
maintain an artificial balance of demand and supply at fixed 
prices which was partially destroyed when many controls were 
relaxed after V-J Day. 

Thanks to direct controls on prices and production, we were 
able for the first time in our history, as the chart below shows, 
to wage a major war without suffering from a large price in- 
flation. During the First World War, wholesale commodity 
prices more than doubled from the outbreak of the war in Au- 
gust, 1914, to the time of the Armistice in November, 1918, and 
then, after a temporary setback late in 1918 and early in 1919, 
rose further to a peak in May of 1920 almost two and one-half 
times higher than the prewar level. During the most recent 
war, prices from September, 1939, until 1942 almost paralleled 
the rise following the outbreak of the First World War. The 
uncontrolled rise in prices during previous wars was not re- 
peated during the war just concluded. Prices were brought 
under control during 1942, and increases from the spring of 
1943 to date have been minor. The B.L.S. wholesale com- 
modity price index in December, 1945, was only 43 per cent 
above August, 1939, level. 

The factors responsible for the wartime peaks in prices 
shown on the chart below were similar in form, although not in 
content. Wars have been accompanied by a diversion of re- 
sources from the provision of goods and services normally 
demanded to the production of the specific types of goods and 
services required for prosecuting the war. The incomes paid 
out by business and Government for both types of activity are, 
however, indistinguishable. To the extent that taxes and 
voluntary or forced savings do not draw off a large enough 
proportion of the income of individuals to pay for goods and 
services devoted to the war effort, individuals are left with 
spendable incomes aggregating more than the amount of civil- 
ian goods becoming available at current prices. Since govern- 
ments characteristically have been unable to impose the Dra- 


conian tax burden sufficient to finance the war on a “pay-as- 
you-go”’ basis, they have resorted to borrowing from the public 
and from the banks, and to outright currency inflation to meet 
wartime deficits. Borrowing current savings from the public 
reduces private spending as Government spending is increased 
and is not inflationary, but borrowing which is accomplished 
by additions to the stock of currency or demand deposits 
puts new purchasing power at the disposal of the public and 
contributes to inflationary pressures. The Revolutionary 
War inflation enriched the American language with the ex- 
pression ‘not worth a Continental”, the Civil War gave us 
the “Greenback”, and the First World War, ‘Borrow and 
Buy”, all three expressions being indicative of important 
factors responsible for the inflationary prices during those wars. 


INFLATIONARY CONSEQUENCES OF WAR 
FINANCE 


That we did not completely avoid inflationary methods of 
finance during the war just concluded is indicated by the fact 
that commercial and Federal Reserve Banks absorbed almost 
46 per cent of the increase of $193 billion from December 31, 
1939, to September 30, 1945, in the Federal debt held outside 
the Federal Government. This increase in commercial and 
Reserve Bank holding of the Federal debt was paralleled by 
an increase of similar magnitude in demand deposits and cur- 
rency outside the banks which put at the public’s disposal a 
supply of currency and checking deposits considerably in 
excess of its rising needs during a period of expanding busi- 
ness and increasing incomes. The rise of only 43 per cent in 
the wholesale price index, despite the inflationary influence 
of money and credit expansion of the magnitude indicated, is 
a tribute to the patriotism of American businessmen and con- 
sumers and to the effectiveness of price controls, rationing and 
direct controls over production. 

Many of the factors responsible for inflationary pressure 
which were present during the war are still present. It has been 
estimated* that during the fourth quarter of 1945, receipts of 
consumers after personal taxes were running at an annual rate 
of $28 billion above their expenditures for goods (including 
new residential construction) and services, more than six times 
the 1940 rate. Although much of this $28 billion is committed 
to the purchase of insurance, retirement of debt and other fixed 
obligations, a considerable portion of it could be devoted to 
bidding up prices. More important, however, than the excess 
of current income of consumers over their expenditures for 
goods and services is the enormous backlog of potentially effec- 
tive demand represented by personal holdings of liquid assets. 


*Federal Reserve Bulletin, February, 1946, p. 113. 
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Currency, demand and time deposits, and United States 
Government securities held by individuals rose from $45 bil- 
lion in December, 1939, to $145 billion in December, 1945. 
Business holdings were about $20 and $80 billion, respective- 
ly, at the two dates. The confidence of business and the public 
in the relative stability of prices is essential if current and 
past savings of businesses and of individuals are to be con- 
served and not converted into active inflationary energy 
which could blast the economic foundations of a stable post- 
war world. The experience which a large proportion of the 
businessmen and consumers had on the postwar inflation and 
deflation after the First World War, however, is likely to 
exert a strong influence against a repetition of that process 
during the current period. 

The President’s Executive Order of February 14 revising the 
rules for wage and price increases emphasizes the inflationary 
situation outlined above and has implications beyond the re- 
vised set of rules for providing price relief to industries sub- 
ject to wage increases. 


STANDARDS FOR PRICE INCREASES 


The wage-price sections of the Order provide that the stand- 
ards for price increases will generally be the same as those 
which prevailed prior to V-J Day; that is to say, the Price Ad- 
ministrator must give relief where he finds an industry in a 
hardship position. The recent Order makes a major change in 
the post-V-J Day rules by permitting the Price Administrator 
to estimate the effect of wage increases upon earnings and to 
make an increase in prices to remove the estimated hardship 
immediately after the granting of an approved wage increase, 
rather than after the waiting period. 

The standards for price increases are the same as those which 
were followed for mass production industries throughout the 
war. An industry-wide price increase will be required when an 
industry operating at normal volume is unable to earn an 
average rate of return on net worth equal to that earned in a 
normal peacetime period. A normal peacetime period for most 
industries is considered to be the period 1936 through 1939. 
The Order provides that earnings below this level attributable 
to abnormally low volume, such as will be characteristic of 
many of the reconverted industries, shall not be taken into 
account; that is to say, industries like the automobile industry 
may have their earnings computed as if they were producing 
at the 1940 or 1941 rate of operations. 

The prevailing standard for eliminating hardship on a single 
line of products, which is one of several produced by the indus- 
try, is a maximum price level sufficient to cover the average 
factory costs of making the product. It has been reported in 
the press that this standard will be changed to average total 
costs (factory cost plus general, administrative and selling 
expenses). If the so-called product standard is liberalized 
in this fashion, it may have the effect of eliminating the wide- 
spread diversion of output to more profitable items. 

It has been indicated by Mr. Bowles, the new Stabilization 
Administrator, that these standards for calculating increases 
in ceiling prices are to be stringently administered. They 
require absorption of cost increases out of profits for most 
industries. These facts, along with a pessimistic attitude 
toward prospects of changing the standards of eliminating 
price control in the near future, appear to have been reflected 
to some extent in the recent drop in stock market prices. 


STANDARDS FOR WAGE INCREASES 


With respect to wage increases which shall be immediately 
taken into account for the purpose of calculating increases in 
ceiling prices, the new Order lays down one new standard, a 
wage increase which is consistent with the general pattern of 
wage rate adjustments which has been established in the in- 
dustry or local labor market area between August 18, 1945, and 
February 14, 1946. Where there is no such general pattern, a 
wage increase suflicient to correct the disparity between the 
increase in cost of living (33%) and the increase in wage or 


salary rates between January, 1941, and September, 1945, may 
be granted and reflected in ceiling prices. Other customary ap- 
provable wage increases are those necessary to eliminate gross 
inequities or to correct substandards of living. These latter 
standards have been in effect for most of the wartime period. 


WAGE INCREASES IN NEW ENGLAND 


The general pattern of wage rate increases for both New 
England and for the country has been emerging since V-J Day. 
It is difficult in many lines to determine any pattern, however, 
either because few wage increases have been recorded or be- 
cause those which have been made have followed no definite 
pattern. It may be of interest, however, to report such facts 
concerning the pattern for industries in New England as have 
become available to us. The following tabulation is based upon 
a case-by-case record of wage increases compiled by the Boston 
Regional Office of the Bureau of Labor Statistics of the United 
States Department of Labor, the Division of Statistics, Massa- 
chusetts Department of Labor and Industries, upon conver- 
sations with trade association officials and upon press reports. 
It is, of course, unofficial unless otherwise noted and subject to 
change in a number of cases because the definition of a “pat- 
tern” has not been made and because more complete data may 
later become available. In most cases, the figure reported rep- 
resents the typical wage increase or the range of such increases 
if there are two more or less typical figures. The increases listed 
are not industry-wide or general, and in no sense do they in- 
dicate any recommendation. 


ESTIMATED eee OF Mac r ig INCREASES 
AUG. 1945-FEB 
SELECTED NEW ENGLAND ‘INDUSTRIES 


FOOD 


Bakery Products — typical increases range between five and 12 per cent 
Brewing — Boston area only, 18 per cent 

Confectionery — approximately 10 per cent 

Meat Packing — 16 cents per hour, official national pattern 


TEXTILES 
Woolen and Worsted — 15 cents per hour 
Cotton and Rayon — eight cents per hour 
Cotton Narrow Fabrics — five-eight cents per hour 
Dyeing and Finishing — eight-10 cents per hour 
Carpets and Rugs — typical increase about 10 per cent 


APPAREL 
Women’s Coats and Suits — eight-10 per cent 
(Data for other lines either not available or show no pattern) 


LEATHER AND SHOES 
Leather — 14-15 per cent 
Shoes — 15 per cent for most lines 


PAPER 
Newsprint — 15 cents per hour 


IRON AND STEEL 


Basic Products and Fabricators — 184 cents per hour, official national 
pattern 

Hardware — 10 per cent on basis of one large concern 

Foundry and Machine Shops — about 10 per cent 

Textile Machinery — about 15 per cent 


NONFERROUS METALS 
Jewelry — 10 percent 
Silverware — 15 per cent on basis of one large concern 
Aluminum — 19 cents per hour, official national pattern 

RUBBER PRODUCTS 
18% cents per hour, agreement between ‘Big Four’ and United Rubber 
Workers 

SHIPBUILDING 

18 cents per hour, national pattern 


PRINTING AND PUBLISHING 
Newspapers — possibly as high as 15 per cent for printing trades unions 
in large cities on the basis of increases in New York and Detroit 
PETROLEUM REFINING 
18 per cent, one large concern in this area and others outside 


INSURANCE 


10 per cent on basis of increase granted by one large New England com- 
pany 
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As to increases necessary to remove the disparity between 
the rise in the cost of living and the rise in wage rates, it is 
generally estimated that this approvable basis for wage in- 
creases will be of minor importance except in certain lines. 
It could, however, become of considerable importance if “wage 
rates” are interpreted to mean basic rates rather than average 
straight time hourly earnings.* 

According to data published by the B.L.S. and adjusted to a 
straight time basis by this Bank, average straight time hourly 
earnings (on a national basis) had increased from January, 
1941, to September, 1945, by more than the 33 per cent in- 
crease in the cost of living in most of the industries represented 
in New England. Exceptions were slaughtering and meat 
packing (31.4%), baking (31.0%), sugar refining (25.5%), car- 
pets and rugs (31.7%), paper and pulp (32.0%), newspapers 
and periodicals (23.45), book and job printing (29.8%), 
petroleum refining (24.6%), rubber tires and tubes (25.1%), 
electric light and power (27.2%), telephone and telegraph 
(exact percentage increase not available), and insurance 
(24.5%, average weekly earnings). It will be noted that for 
several of these industries the pattern of increase since V-J Day 
has already become clear. 

A general escape clause is provided in the new wage Order 
for exceptional cases of wage increases outside the standards 
outlined above to replace the escape clause which prevailed 
during the war. While the war was on, the escape clause was 
a wage increase necessary to aid in the effective prosecution 
of the war. The present escape clause merely provides for 
other wage increases which the Stabilization Administrator 
finds to be necessary “‘to effectuate the purposes of the order”, 
the major purpose of which is “maintaining stabilization of the 
economy in the present emergency”. Theoretically, wage in- 
creases beyond the limits of the standards described above but 
necessary to promote increased production of scarce building 
materials, for example, might be conceived to be wage in- 
creases which would promote stabilization despite the fact 
that they would also increase costs and prices. 


PRICE INCREASES FOR DISTRIBUTORS 


The Order makes it perfectly plain that, in general, wage 
increases are not simply to be passed on in the form of higher 
rices. After a wage increase is granted, two obstacles stand 
in the way of its translation into higher prices at the consumer 
level. The first consists of the so-called earnings standard 
referred to above. To the extent that the industry can absorb 
all or part of the wage increase without having its earnings, 
calculated on the normal volume of production, reduced be- 
low the base period level, the wage increase must be absorbed. 
Since the absorption power for many industries has already 
been taken up by prior wage increases or by increases in the 
cost of materials or by labor inefficiency, it is likely that many 
industries in addition to the steel industry will secure price 
increases after making wage increases. Whether these price in- 


*Average straight time earnings have risen more than rates during the 
soled bane straight time earnings reflect factors not reflected in 
rates. Straight time average hourly earnings have risen more than rates 
because of the increased proportion of workers in the higher wage rate 
brackets, an increased proportion of workers in an industry in regions 
or localities having higher rates, an increased proportion of workers 
receiving premium pay on extra shifts, and similar changes which allow 
an increase in the average rate without any change in basic rates. 


creases are passed on to the ultimate consumer, however, 
depends upon overcoming the second obstacle, which is the 
potential ability of distributors to absorb the price increase 
granted to manufacturers. 

The distributor absorption policy, which is continued in 
effect although not mentioned in the new Executive Order, 
provides that so long as the price increase at the manufacturing 
level (1) does not reduce the profits of the trade generally he- 
low those earned in a normal period or (2) reduce the average 
margin of distributors of a particular line below the average 
expense rate, then the distributors must absorb the price in- 
crease. According to the second part of this standard, the 
average store-wide margin of profit of distributors is con- 
sidered to be available for absorption of price increases 
granted to manufacturers on particular products. If a prod- 
uct is given an increase of 10 cents at the manufacturing level 
and distributors are generally earning on an over-all basis more 
than they did in a normal period and in addition show a prof- 
it in handling the product of 10 cents or more, then the margin 
= be “squeezed” to prevent a price increase at the retail 
evel. 

This policy of cost absorption, as it has been called, has been 
far more widely applied than the public generally realizes. 
The outstanding application of the standard was on automo- 
biles, but it has been used on furniture, lumber, finished cotton 
goods, household appliances and many other items. To the 
extent that the cost absorption policy is rigidly applied, it will 
affect the potential profits of wholesalers and retailers and the 
prospects of increasing dividend rates on the stocks of com- 
panies engaged in these activities. It must be remembered in 
this connection that the expense rates of distributors used for 
calculating potential cost absorption are not necessarily nor- 
mal expense rates but are usually the abnormally low ex- 
pense rates which distributors experienced during the war, 
when volume was enormous and service was not up to prewar 
standards. 


ADDITIONAL CONSIDERATIONS 


The successful application of the Executive Order and ex- 
isting policies of the Office of Price Administration is depend- 
ent not only upon mass public support of these policies, which 
surprisingly enough is quite strong as judged by such in- 
dexes as the Gallup Poll, but also upon the ability of the 
administrative officials to resist heavy political pressures aris- 
ing in a Congressional election year and also upon the ability 
of the greatly reduced staffs of the Government agencies to 
make expeditiously the proper calculations and judgments 
called for by the new Executive Order and by existing agency 
policies. 

Whatever the merits of the policies promuigated in the new 
Order, one fact seems incontestable: the job of stopping in- 
flation is not accomplished only by controlling prices or even 
wages. It requires many tools, not the least of which is regu- 
lation of the supply of money and credit. And in the last 
analysis, as has so often been emphasized, inflation will no 
longer be a problem when production has been brought into 
balance with aggregate demand. This needed balance will be 
achieved more quickly if, in addition to the expansion of 
wanted production by all means, demand is not further en- 
larged by the spending of individual savings or by increases in 
bank credit. 
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MONEY AND BANKING 


Consumer Instalment Credit :—The wartime 
downward trend in new instalment credit loans made 
by member banks in this district reached a turning 
point in mid-1944 and has since been generally 
upward, according to monthly records of business 
done in that field by 27 reporting New England com- 
mercial member banks. 

A total of $36,300,000 in all types of new instal- 
ment credit loans was made by these 27 banks in 
the last 11 months of 1942. In the following year, 
1943, the annual total of new loans made dropped 
$8,100,000, or 22 per cent, to $28,200,000, as the 
combined forces of wartime credit controls and strin- 
gent shortages in practically all types of consumer 
goods were strongly felt. This downward movement 
carried over into part of 1944 when it reversed it- 
self. As a result of this change in direction, total 
new instalment credit loans made in 1944 were $2, 
100,000 greater than in 1943, a gain of seven per 
cent for the year, and in 1945 they were $8,000,000 
greater than in 1944, a gain for the year of 26 per 
cent. Total new instalment credit loans in the 27 
reporting banks amounted to $30,200,000 in 1944 and 
$38,200,000 in 1945. 

The trend of new instalment credit loans made 
in the sample of New England member banks has 
been similar in direction to that estimated for all 
commercial banks in the United States, although 
the percentage gains and losses from year to year 
have not been quite as marked in most cases. 

In 1943 the most important single instalment 
credit item shifted from retail non-automobile in- 
stalment paper purchased, which accounted for 39 
per cent of total new loans made in the last 11 
months of 1942, to personal instalment cash loans, 
accounting for 44 per cent of total new loans made 
in 1943. In 1944 and 1945 personal instalment 
loans were again the most important of all types 
of consumer instalment credit loans, amounting to 
44 and 42 per cent of the annual totals, respectively. 

It is quite possible that an increase in temporary 


borrowing to meet current payments on higher in- 
dividual income taxes during the war years accounts 
for at least part of the increasing importance of 
personal instalment cash loans in relation to total 
new loans made. The probability of this influence 
was especially noticeable in the first three months 
of 1943 and 1944, when the average of personal in- 
stalment cash loans made exceeded the average of 
such loans made in the remaining nine months of 
the respective years. Another factor in the increas- 
ing importance of personal instalment cash loans is 
the increasing emphasis being placed upon securing 
this type of business by the banks themselves. The 
average of personal instalment cash loans made in 
the first three months of 1945 was less than the 
average of such loans made in the remaining nine 
months of that year; at the same time, however, the 
over-all percentage of personal instalment cash loans 
made to total loans made during the year decreased 
somewhat, as compared with 1943 and 1944. 

Instalment credit loans made for repair and 
modernization of property became increasingly im- 
portant during the war years from both the point of 
view of dollar volume and percentage of total. In 
the last 11 months of 1942 new loans of this type 
made amounted to $2,800,000, or eight per cent of 
all new instalment credit loans made. This amount 
increased to $3,000,000; or 11 per cent of total in 
1943; $3,800,000, or 12 per cent of total in 1944; and 
$5,300,000, or 14 per cent of total in 1945. Restric- 
tions on new building and shortages in construction 
materials made repair and modernization of exist- 
ing properties almost the only alternative to new 
building in the face of depreciation and obsolescence. 
Likewise, the shortage of residence housing gave 
rise to many conversions and improvements con- 
sistent with regulations and restrictions in order to 
make use of every possible rental facility. 

A table showing the percentage distribution of 
instalment credit loans made in the 27 reporting 
banks from 1942 through 1945 appears on page four. 
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U. 
All Other Deposits 
TOTAL DEPOSITS 





CONDITION OF REPORTING NEW ENGLAND MEMBER BANKS 
(Amounts in Millions of Dollars) 



































*Indicates less than $50,000. 








CHECK PAYMENTS 
(Monthly Totals in Millions of Dollars) 


BOSTON 
1946 One Year's Change 
Feb. 20 Month Ago Year Ago Gain (+) or Loss (—) 
Neenah hae e ss Sues e eee sy Sa wae in Oe cena $1,416.2 $1,416.7 $1,364.66 $+ 516 + 3.8% 
FE eat atsia\a's le wig sie BAERS AAR OREG oe ie Tis Ao SE RR 655.6 650.3 511.8 +143.8 + 28.1 
NE RRR Soot a deen ch veto isicicueoneniesiiteawh eer ens 255.6 280.8 243.6 +120 + 49 
Panis wher aalsin ceca aan eee eeas mone as 24.9 25.8 18.5 6. + 34.6 
Paice ork 54 Ge Onna aia OIE Ae OSes OE a ENS Saws wb pO MATSON EIS OATS 177.9 175.7 137.3 +406 + 29.6 
aD ARN TRMEER OES A AMUN SMD D 5-0 556.560 n'a :09-0'-4-4 010 c:06'b.d bie 509 asenweai ewes $2,530.2  $2,549.3 $2,275.8 $+2544 + 11.2% 
Reserve — RN RUNNIN SRINTN Sg ina e.se Ghd oslo are ae wre wrsiecotansiergees 349.7 356.4 326.4 + 23.3 + 7.1 
SMe alas GU es Wipe cea bss Sie hrs 5 o64 0'5 5. Ae iaso nie cofols Rida e SINS T TS 33.6 34.2 33.6 0.0 0.0 
pulences ‘with SOE AMEN NODE SERDIEED 5 soo 0 ci: 6 6:00, vi 29 -015-0 4,5 .4'59 90,000 wos ev oioeie 44.8 51.4 53.6 - 88 — 16.4 
es aER MER EE Reino e mI bINse oss FES AR A ORE Cnr $ 428.1 $ 442.0 $ 4136 $+145 + 35% 
Commercial, Industrial and Agricultural Loans. ............ 00 0ce eee eeeeee 414.0 407.3 353.7 + 60.3 + 17.0 
Loans to Brokers and Dealers in SERMON res chs ysis ara yeits s/c aisle bitivezsrasaln eee ee 56.7 67.8 45.8 +109 + 238 
Other Loans for Purchasing or Carrying Securities... ... 22.0.0... ce eeeeeeee 45.2 48.9 22.1 + 23.1 +104.5 
Paes NR ES NTO SG UNWISE Sees Cs eoRS Vee ee RRO ES 36.3 35.8 31.5 + 48 + 15.2 
ER arkes wah Miers aleve ethan ie area wa eve sienicra- BSc tsva is wisi alpaca ees i ocare os 3.7 a Beg 4.0 - 03 -— 7.5 
Sahn RG Ou ota as Ss BE oa 5S e hin oS RAs okS e's ab ale COs een Nee Coe Dees 99.4 96.4 79.0 +204 + 258 
PELs WROD ING A INTe ITO IN LG + oa 0:5 6:0:0'i0 03 0b 0060sed sc bedoweees $ 655.3 $ 657.9 $ 536.1 $+119.2 + 22.2% 
NDOT FOTREe APU EHONE NOWTIDE «5.6.0 5.0.0 6n:0:0cK0000s60a duce cd poe eesescene $1,577.8 $1,583.3 a $+ ee + 64% 
_ ERR AOE OR URI Hie 42.5 36.4 302 +123 + 407 
TOTAL BOUNDS AND SPOCKRS OWNED. . .oc5 cc ccccccssccceescness $1,620.38 $1,619.7 $1,513.66 $+106.7 + 7.0% 
TOTAL LOANG AND INVESTMENTS... o.c6iccccccesevececsccvcsecees $2,275.6  $2,277.6 $2,049.7  $+2259 + 11.0% 
FIVE CITIES OUTSIDE OF BOSTON 
EEE TO EERE ETS Ee Se Pe $ 772.7 $ 799.5 $ 7602 $4+125 + 16% 
Dehra i laigia Sus Gave s4 Wis.a'g srpe is SE ats sae hae Seinlos eelbie ae 278.5 275.8 277.7 + 08 + 03 
IM RUNTIMD Soins 0:2. dG baa Ae S 6A aie Oa ERA Ses eee Rom eE es =" 39.0 35.8 + 22 + 6.1 
Balances Due eI RIO 5104.6 dccxe 6 awa 5's ke sii a RON Slee wie oF S/o Rr iB 1 0.9 + 02 + 22.2 
PERRUR GA toa benasss6 tiene Min meee bees wadiesink Ge weaenea ee _ 272.0 _ 268.2 ___ 224.7 + 47.3 + 21.1 
UP PA Ny DERE E To AIIUMOOOD 5 50.5550 0.65 5s 06:5.000:900040 sa srecsaeeseus $1,362.3  $1,383.6 $1,299.33 $+ 63.0 + 48% 
See MULL STOUOCME BRIDBOUE SIREN, 5. ico 0.0.0.0:6.004.00 oc crenscbcieeccsecdbeses 120.0 131.3 119.2 + 08 + 0.7 
Sica ee Gi haste ike Gs ialslo Suse 6i'9 0.5 oo ia'w4 owls se Onia is SWibiars eibieisle area RAS 24.0 25.2 23.0 + 10 + 43 
PIRUMIIOOD WELT COLROP DPOIDERIEC TIGTES wo ois 5csc ccc cceecesccscccecccacsccceae 71.9 79.0 68.1 + 38 + 56 
Sipe tcieeis ook SRN A Oe CR IS Rem EEA a cae eee $ 215.9 $ 235.5 $ 2103 $+ 56 + 2.7% 
Commercial, Industrial and Agricultural Loans..................cceeceeeee 79.1 73.2 62.4 + 16.7 + 26.8 
Loans to Brokers and Dealersin Securities...............cccccecccccccceces 1.0 1.0 0.8 + 0.2 + 25.0 
Other Loans for Purchasing or Carrying Securities..................0..00-- 32.0 31.9 11.4 + 20.6 +180.7 
Seis i iw Win 9s 0 49s ae be 6G SR eale piles 41F US OSS widaIE eaeSie eines 38.3 37.9 36.1 + 22 + 61 
SRR awn Ries es cise earalsin aes aise omibieieeis eiacie kis swaiauoncae 0.9 0.6 0.0 + 09 Sains 
ae CAREERS AE SRO eE Se ea ecle a eps uiemnasae sparen en 33.0 34.7 30.3 + 27 + 89 
MIT Als THORNS: BND) DIBCOUNT Ss .. 55 obo occcns cciewene cdweecscnees $ 1843 $ 179.3 $ 141.0 $+ 438.3 + 30.7% 
United States Obligations Ow a epi une aksieececsncomns asses naaiessasene $1,023.8  $1,024.9 $ 9770 $+ 468 + 48% 
by U. BORE esa rises bin SIN oben doe aa A elo estab aro ae sa 5.2 — 5.2 evans 
PE yO Ee nee Cena t ES mame nn IE 38.4 __ 36.6 37.1 + 13 + 35 _ 
TOTAL DONDS AND GLOCKS OWNED, 6.06065 s0ccscccueusseses eee $1,062.22 $1,061.5 $1, 019.3 +429 + 42% 
TOTAL LOANS AND INVESTMENTS. .............0ccccccscccecce $1,246.5  $1,240.8 $1,1603 $+ 862 + 74% 
CONDITION OF FEDERAL RESERVE BANK OF BOSTON 
(Amounts in Millions of Dollars) 
OS OT ee ee ERE eae $ 678.0 $ 712.4 $ 641.7 $+ 363 + 5.7% 
SaaS a eee ahi os ANeNiacsws aoe SAE aaaw es Ou alea keeper at 89.6 27.7 35.8 + 53.8 +1503 
Dig ate tals eWe eo Gud.d oicle wince elgib ob Aus eG Rs 5 veining sew ba eda ea ane par : 55.9 90.1 — 35.7 — 39.6 
Paewesbas wis Wen eau ak be sek OdISE SEs Lucene ees $ 822.0 $ 796.0 $ 7676 $+ 544 + 7.1% 
Federal Reserve Notes in Actual Circulation. ............... ccc cece ececceecs $1,451.1 $1,446.3 $1,383.2 $+ 679 + 49% 
Be TT PORT Pe SERRE CO ERT re $ 809.2 $ 788.7 $ 9489 $-139.7 — 14.7% 
Dis Wie iG es oN ie Sip 4 41615 6 Hale S44 0 Se oo'n o ea pI ee warwoecsiorteiers $ 218 $ 94 $ iid $+ x4 + 96.4% 
ecu eb a oud sabe e si5os base cadre kékn need eaueos aaa oe 0.1 0. 0.2 — 50.0 
Bs .G sa huwekw ecise saws Woes cab oie aeresemine 1,434.0 1,443.3 1,171.9 262; 1 + 22.4 
TUTAL THORNS BND SECURTTING «6 i6o.c5cicccs 0s00seeeseencccdeeae’ $1,455.9 $1,452.8 $1,183.2 $+272.7 + 23.0% 








One Year's Change 1946 Dy Year’s Change 
Month Ago Year Ago Gain (+) or Loss (—) Jan. Month Ago Year Ago Gain (+) or Loss (—) 
$ 33, : > ay 2 $ 28.3 $+ 4.7 +16.6% New London.$ 18.2 $ 17.7 $ 17.0 $+ 1.2 + 7.1% 
6.5 25.3 + 11.1 +43.9 Pittsfield..... 23.3 27.4 18.9 + 44 +23.3 
10: 9 16.9 + 2.8 +16.6 Portland..... 70.9 79.4 74, — 3.2 — 43 
19.3 15.9 + 19 +119 Providence. . 304.3 330.8 281.1 + 23.2 + 8.3 
39.1 33.2 + 39 +11.7 Springfield. . 129.4 147.7 125.0 + 4.4 + 3.5 
477.9 415.4 — 43.6 —10.5 Waterbury. 53.4 55.6 54.5 - 11 — 2.0 
30.8 19.8 + 10.7 +54.0 Worcester.... 112.2 138.5 100.0 + 12.2 +12.2 
22.0 16.4 + 44 +26.8 
30.9 26.0 —- 15 — 58 Total 20Cities$1,564.8 $1,774.3 $1,492.3 $+ 72.5 + 49% 
34.6 29.1 + 6.1 +21.0 oston....... 2,299.8 2,992.4 2,063.5 +236.3 +11.5 
37.2 28.8 + 5.5 +19.1 
44.9 32.4 + 6.6 +20.4 GRAND TOTAL 
147.9 134.2 + 18.8 +14.0 21 Cities..... $3,864.6 $4,766.7 $3,555.8 $+308.8 + 8.7% 
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SALES CONDITIONS 
1945 = 100 


Month of January 

1943 44 1945 1946 
Connecticut Department Stores). 5.666356 ccc es cccccccetseceecce 90 94 100 105 
Wiaiinte: SIO ARR EET SCOOT 5a: 6. 4:5 5:0:0. 6:66:09 Vcore 5.816 ooo:0 a0 Rds wees 98 98 100 114 
Massachusetts Department Stores........... 00. ccc cece cececuce 86 86 100 112 
New Hampshire Department Stores.............cccccccccccccece 92 92 100 118 
Rhode Istanid Departmen’ Stores, ..o sc .icck ccccccceccscsevecasce 82 86 100 112 
Vermont DENartMent SCOTES. «oc ccssewsedeccacacceteccdeccces 82 93 100 134 
OSU: PIBPATUITONG OCOLORS. 66.0. 5.4.6 6:6 a0 G66 dbs wee eb joes cee ibe 82 84 100 112 
Sorinmiield Department Store... 65.6 i csv seis ccccnccccedvevccee. 106 92 100 102 
Worcester Denartment Stores ia. ..6 o.c.6esccocncc cciecdcvactvnacceedc 83 84 100 108 
New Eraven Department Stores. 205.055. ccc ccccscesececcseceniecc 76 85 100 104 
Porblasicd DOPAGOMIENT: GUOLON 66 ic 6S iirikcck ce cescaascacvveca vanes 100 97 100 111 
Providence Department Stores... oo. occcss ccc cessccivcgnsecesce cs 82 86 100 112 
New England Department Stores. ............cccccccccceccceces 86 87 100 112 


CREDIT CONDITIONS 
Percentage of Regular Charge Accounts Outstanding at the First of January 
olleeted during January 


1943 1944 1945 1946 
Boston Denactiient Stoves... . sb. cs 5 c-ctds cescdncescerveuseace 43.2 52.1 53.8 - 
INGW ElA Ver: DENALEINIENE StAtOBs oso sikicccce caceccncse ccoeevacdenes rete ae rik te rt 
Providence: Denartwent: Stores. 6.6 ciccc ooss-ccaccawcebecesvevoues 53.4 52.5 55.2 54.1 
New Engiatid: Deparinient Stores... cess ccsssaccscvcvceesescans 47.4 52.7 54.1 53.0 


SALES BY DEPARTMENTS “aan ENGLAND DEPARTMENT STORES 
= 100 


Month of January 






1943 1944 1945 1946 

Women's, Misses’ and Juniors’ Ready-to-Wear:..............e000- 77 82 100 1 
Coats — Women's and Misten oo. ce cccecbnccctavcesbendece 90 85 100 95 
Dresses — Wonten 6. and Misses’... oc scecccedevesscucossseves 65 78 100 120 
Juniors) Coats, Suite rected 6 oc. scare cecsesneehecsiodos ns 64 81 100 125 
Bute, OX. NODsite AUG SUOlEROs oo eee ics ccc wnescctscnsvssccus 98 88 100 105 
Aprons, rouse Dresses, Uailerine. «6666 6k icc cciessetsccccoues 80 100 115 

S54 Ke RE REA CORSODOREALENSCS 0k dECAOR EO LeeRAwONeSs * * 100 1 
OHNE Vic nueccce ne wkeorccutiia tec kied Bldes cadeematnwocees 52 59 100 126 
Ready-to-Wear not reported separately............. eee ceeeeee 67 80 100 75 
Women’s, Misses’ and Juniors’ Accessories:............+..ceeeee- 82 88 100 103 
TEs oo wiic psig 66 6s cee a@ Sos ces Piawea neeadieweesweeese 76 93 100 107 
Un RE SIN oS da rs cerns oak OR oe Pee ha betes 76 91 100 100 
Corsets and Brassieres.......... DEORE DE eRe Dune oat e ne euee 79 82 100 114 
ii MENS ra so Sixferei cio eie'e osie:o ogo Fine wel elae apse eee dahon 81 77 100 90 
WOME MREIRIRBMIND oo os Sou Means oso calr hese Gelaees mek ronae 70 75 100 108 
WNeIReE AG PAUNIODES. i, 6c cee scccscacteecsaepnsenecdaveds 72 89 100 110 
WII 55-05. 65 oo wc ob oS nee eo etne dos eeueandeeennoes 80 81 100 104 
BREE crocuicc cenbas.cccn ced Deedee ndenpesssencdrenedewocesusd 74 100 96 

NOME borer hoe he RAE KRU RAE OU ORR LE TARO RT 85 85 100 
SHAME cease eee eh cere taaat uae vascts ve civanenuriae 90 100 112 
AWNING die as orale vis kca Bais k: sh actin Rae Oe He R See He MERC De oees 71 83 100 111 
PAOD a 6 oie ais-asieis a4 4.0 9 choc vie obs ted e <lee weg ieeeasieees 89 104 100 113 
St eM ON PINION ooo 5a sas e min kcniaG dees ceva cvawaaane nee 96 102 100 101 
Wes WES CANIS, oo od ceectcucepsadccasecsnceeneees 146 102 100 152 
Men’s and Boys’ Clothing and Furnishings:................eeeees 98 83 100 113 
GH lOO ik. vcen tie Kavos Ot vek et weteereaneeceus 112 81 100 

Men’s Furnishings, inc. Hats and Cape........ccccccccvccccece 93 83 100 128 
Bove Cloth and PusnieiuGGe. 6 oi ccc cans seccscccncseesesnes 75 83 100 110 
RGR OD IUD NON oe cet cscs cntchckec ees ienteanuceccues 108 76 100 115 
Infants’, Children’s, Girls’ and ‘“‘Teen-Age” Wear: ...............-. 66 87 100 101 
rete Wee NIN oa os eccis os 6.6000 cicic cerns C0eeaeve ea Ceeder censors 68 91 100 100 
Gila’ Ai Teeee nde WORN i. ccc ccctinnisee crneeseceusicwaces 59 78 100 102 
Home Furnishings)... .0:6:6:0.600 6206 Festa gon dete ae cline tet dclacaie ee ccd 96 92 100 133 
Furniture, Beas, Mattresses; Springs... 0 occ ccc ccctceccsces 93 92 100 137 
Gt INN hos cs dere ecekeustioné secretes new eneaeuns 101 82 100 163 
Wie RO CNNOG Re ods 0ck cacciaccackaessineanevaweusncees 166 81 100 664 
Dirpetied atch CULlAiS. «5 cscs ecccs sehes } csenasevassecnaees 73 83 100 116 
Et GNC HAN O o.o.6.6. 6 oso. 5.dio so orors ob 0:4 mia ctoreceeine mesinseras-cie® 100 72 100 142 
De gO eee reer rere cer ey 89 85 100 131 

Cie Ate RIO So oa preren da Clee s cba tot vecavenesneneces 90 93 100 1 
Uo Ea OR ree ent ee er ere ny ee ee 1 101 100 124 
Dompetics and Bed Coveriige. . occ cccevccsacsocessccscesaeces 114 103 100 110 
Ws oho ie cei eee cba cechdenseedcndéeccesaseetandudwunesese 411 111 100 304 
Pilsen tales sacs oe soa wced ce crvincccs uelscuve do vesscinencens 60 75 100 87 
Silks and Velvets.... 50 70 100 84 
Woolen Dress Goods. . Pe 85 79 100 88 
CGRP ITER COCO oc ccs sane ence db salvesces Ce retbadaenevic 55 78 100 78 
Sarai UNS a cca a brawn os th AON & RAE HC OR CCR MAE NUCL E MELE He 75 84 100 106 
Laces, Trimmings, Embroideries, Ribbons.............-.+++0++ 70 95 100 100 
ps RO OO rrr erst re eerie Cee 76 83 100 108 
"Foye and Sporting Goods. . occicccsccccsicctedecsccecssvcsecvnses 77 69 100 130 
WHIRRAMOOS so oc:asv.c-ce spices tUidsiiecee caseKee bows akesedceees 79 100 114 
Cl) Sees dean inpeiene miner at sited wee rueatnne yer rrr 177 114 100 150 
Ee an a reer eer rere rer rt emrrrt 134 101 100 144 
Peers rrr rr kerr rrr Te ret re * * 100 157 
SOMMER oo chs coca succvest bic scent een uon numer aceaee ces + * 100 96 
Ast! Goods; inc. Needleworl’:.. 66.66 scccccacenececscctsanwenose 80 81 100 97 
Pe RAR EUS NOD 6 6.3: 6.0re. scereieiw Graiele F009 40S 4G Se em emnmeh wea saleaes * * 100 107 
NO oes ca ckacrocssencnwacecieascucsegevnnauunce es 75 86 100 114 
PGA so oe oe aris ewig Soe Shine eae OAT Re Tawar amie eentawe 94 87 100 103 
GRAND TOEAL «i ccccc ceeds citncesccewtedssone te eanesesens 85 86 100 111 


*Figures not available. 








MONTHLY REVIEW OF THE FEDERAL RESERVE BANK OF BOSTON 


February 28, 1946 








SUMMARY OF BUSINESS CONDITIONS IN THE UNITED STATES 


Prepared and released by the Board of Governors of the Federal Reserve System 
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Federal Reserve index. Monthly figures, latest 
shown is for January, 1946, 





INCOME PAYMENTS TO INDIVIDUALS 
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Based on Department of Commerce estimates. 
Wages and salaries include military pay. 
Monthly figures raised to annual rates, latest 
shown are ae December, 1945. 





COST OF LIVING 
UNITED STATES 
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Bureau of Labor Statistics’ indexes. Last 
month in each calendar quarter through Sep- 
tember, 1940, monthly thereafter. Mid-month 
figures, latest shown are for December, 1945 





MEMBER BANKS IN LEADING CITIES 
UNITED STATES 
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Demand deposits (adjusted) exclude U. S. 
Government and interbank deposits and col- 
lection items. Government securities include 
direct and guaranteed issues. Wednesday fig- 
ures, latest shown are for February 20, 1946. 


Output at factories declined further in January and the early part of February 
owing to work stoppages. Production and employment in most nonmanufacturing 
lines, however, continued to advance and the value of retail trade was maintained 
considerably above last year’s level. 


Industrial Production:—Wage disputes sharply reduced output in the iron and 
steel and electrical machinery industries during January and the early part of Febru- 
ary. These decreases were offset in part by increased output in most other manufac- 
turing lines and in mining. The Board’s index of total industrial production was at a 
level of 159 per cent of the 1935-39 average in January, as compared with 164 in 
December. 


Steel mill operations, which averaged 83 per cent of capacity in the first three 
weeks of January, dropped to around six per cent during the succeeding four weeks. 
Since settlement of the wage dispute in the steel industry, output has recovered 
sharply and during the last week of February operations were scheduled at 59 per 
cent of capacity. 


Activity in machinery industries declined about five per cent in January, mainly 
because of work stoppages in plants of leading electrical equipment producers after 
January 15. Output of most other types of machinery continued to increase. Activ- 
ity in the automobile industry rose in January, even though plants of the leading 
producer remained closed by a labor-management dispute. About twice as many 
automobiles and trucks were assembled in January as in December. Passenger car 
assemblies were at an annual rate of 700,000 cars which, however, was only about 
one-fifth of the 1941 rate. 


Lumber production rose considerably in January and there were substantial in- 
creases in output of most other building materials from previous low levels. Pro- 
duction gains were also recorded in January at textile and paper mills, at printing 
and publishing establishments, and in the furniture, tobacco, chemical, and rubber 
products industries. 


Output of minerals rose five per cent in January, reflecting large increases in out- 
put of anthracite and bituminous coal and a small gain in production of crude pe- 
troleum. Coal production in January and the first part of February was at a rate 
about eight per cent above a year ago. 


Employment:—Employment at trade establishments in January showed a much 
smaller decline than is usual after the Christmas season and employment in most 
other industries continued to advance. Construction employment in January was 
double the level in the same month last year, and, following large increases since 
last autumn, employment in the trade, finance, service, and miscellaneous indus- 
tries was substantially larger than a year ago. Employment at factories was about 
one-fifth lower than at the beginning of 1945, as reductions in munitions employ- 
ment was only partly offset by increases in other employment. Unemployment rose 
somewhat further by the middle of January to a level of 2,300,000 persons. 


Distribution:—Value of department store sales in January was 15 per cent above 
last year and in the first half of February the increase was larger. Retail sales at 
stores selling furniture, building materials, and other durable goods were from 25 to 
40 per cent above a year ago in January and the total value of retail trade since the 
first of the year has been about one-fifth higher than during the same period last 
year. 


Railroad freight traffic was reduced from the middle of January to the middle of 
February owing mainly to the work stoppage in the steel industry. Shipments of 


agricultural commodities, coal, and general merchandise, however, remained at 
high levels. 


Commodity Prices:—Federal price policies were modified in the middle of Febru- 
ary to permit increases in ceilings made necessary by Federally approved wage-rate 
advances and sellers now may ask for immediate price relief rather than waiting six 
months. Accompanying this action steel prices were raised by eight to nine per 
cent. Ceiling prices for a number of other manufactured products, including certain 
foods, cotton goods, paper, and lumber, have also been increased in recent weeks. 


Bank Credit:—Treasury deposits increased by more than one billion dollars in 
the five weeks ending February 20, reflecting large Treasury tax receipts, reduced 
expenditures, and sales of savings bonds and tax savings notes in excess of securi- 
ties redeemed. Deposits, other than Government and interbank, showed little 
change during this period, in contrast to developments in former post-drive periods 
when funds were shifted rapidly from Treasury balances to accounts of businesses 
and individuals. Bank loans made for purchasing and carrying Government secur- 
ities were further reduced, while commercial, industrial, and agricultural loans con- 
tinued to increase. 


Banks continued to increase their holdings of Government securities, purchasing 
bonds in the market and Treasury certificates from the Federal Reserve Banks. 
Nonreporting banks drew upon their balances with city correspondents to increase 
their loans and investments. City banks met this and other drains in part by selling 
bills to the Reserve Banks. 








